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THE M A K I N G  O F  GLOBAL PLAYERS: 
A LOOK ON MALAYSIAN FIRMS ADOPTING E-COMMERCE 





This study looks at the current initiatives by the priuatejrms on the e-commerce 
projects in Malaysia. It seeks to identlfj the drivingforces ofprivate firms adopt 
e-commerce, to explore private firms initiatives andparticipation in e-commerce 
andfinally to gauge the level ofparticipation of the private firms in e-commerce. 
Thefindingsprovide interesting facts where Malaysian firms primarily SMEs 
possess agloba l marketfocus with the ability to transact electronically. Malaysian 
e-commerce firms have the capability to compete in the global digital market- 
place together .with other large firms ffom the developed countries mainly, the 
United States. 
I N T R O D U C T I O N  
Malaysia has initiated the Multimedia Super Corridor (MSC) in line with 
the country's vision to leapfrog into the Information Age. The MSC con- 
sists of seven flagship applications which includes Electronic Government, 
Multipurpose Card, Smart Schools, Telemedicine, R & D Cluster, World- 
wide Manufacturing and Borderless Marketing. However, the last two flag- 
ships i.e Worldwide Marketing and Borderless Marketing have been com- 
bined into one flagship known as electronic commerce or e-commerce flag- 
ship (NECC, 1999). 
The importance of e-commerce in boosting the new economy based 
on electronic interfaces is indisputable. According to the Malaysian Minis- 
ter of Energy, Communications and Multimedia, the country's e-commerce 
market is expected to exceed US$ 1 billion by the year 2003. A recent 
survey by Visa International have also projected that the global e-commerce 
market can exceed US$ 1 trillion worldwide by 2003 and Asia will account 
for nearly 20 % of the market (Cynthia, 1998). 
Though e-commerce in Malaysia is still new, the subject has made a 
tremendous debut in the United States and other European countries. E- 
commerce is playing a catalytic role in transforming the market place where 
it entails new ways of competing in domestic and international markets. 
Smaller companies can benefit disproportionately from the opportunities 
offered by information technologies and e-commerce. Thus, e-commerce 
enables Small and Medium Enterprises (SME) to enlarge their existing mar- 
kets since the distribution and marketing barriers that had previously pre- 
vented firms from gaining access to foreign markets are now lifted. 
To date however, e-commerce represented little contribution to the 
Malaysian economy. It is estimated that the value of e-commerce transac- 
tions conducted over the Internet is less than RM50 million per annum, out 
of a Gross Domestic Product of approximately RM372 billion (AC Nielsen, 
1999). As at the beginning of 1999, it becomes visible that less than a hun- 
dred organizations and only a small percentage of consumers have engaged 
in e-commerce. 
PROBLEM STATEMENT 
The current marketplace for e-commerce appears unbalanced and asymmet- 
ric in terms of international participation and trade flows. It is apparent that 
the developed countries like the United States and Europe are currently the 
market leaders in e-commerce. Therefore, to reduce the competitiveness gap 
between global multinationals and local firms, Malaysian companies need to 
embrace e-commerce quickly to reposition the country more favorably. 
However, with less than a 100 companies currently engaging in e-commerce, 
the task seems impossible. Therefore, it is imperative that a critical study is 
carried out on the actual projects that are currently under implementation 
in Malaysia. In addition, since the evidence shows that US companies domi- 
nates the global market in all aspects of the online activity;Malaysian com- 
panies who which to participate strongly in the supply side of e-commerce 
needs to define their strategy in accordance with the major league markets. 
The globalization of markets and the increasing focus on international trade 
issues mean that Malaysia can only create its electronic futures within the 
context of wider international developments and trends. 
Thus, the information derived on these companies that are spear- 
heading e-commerce in Malaysia will pave the way for more local companies 
to participate in e-commerce. Finally, it is interesting to know whether or 
not these companies are taking advantage of e-commerce in transforming 
their market presence or changing their focus from domestic to interna- 
tional markets. 
OBJECTIVES 
The objectives of this research are: 
1. To explore Malaysian private firms initiatives and participation in 
e-commerce. 
2. To identify the driving forces that encourages the private firms to adopt 
e-commerce. 
3. To determine the level of participation of the firms in the e-commerce 
activities. 
OPERATIONAL DEFINITION 
For the purpose of the critical evaluation of the local scene, a clear definition 
of e-commerce'has to be established. However, as with many new services, 
this is not a simple matter as definitions given by various sources differ 
significantly. Some include financial and commercial transactions that take 
place electronically, including electronic data interchange, electronic funds 
transfer and all debitlcredit card activity. Others limit e-commerce to retail 
sales to consumers for which the transaction and payment take place on 
open networks like the Internet. 
This study focuses on somewhere between the two extremes. It is 
concerned specifically with business occurring over networks which use non- 
proprietary protocols that are established through an open standard setting 
process such as the Internet. As used here, the term business broadly means 
all activity that generates value both within the firm and with suppliers. By 
focusing on e-commerce over the networks that use open, non-proprietary 
standard, the definition adopted here can be narrowed down to an application 
that operates across an information and communications network like the 
Internet. Adopting too broad definition will dilute the utility of an impact 
analysis or implications that can be drawn from it. 
METHODOLOGY 
Data was collected via two-pronged approach. The qualitative technique, 
which consists of in-depth personal interview and content analysis of the 
respective websites were used to achieve the objectives of the study. The 
population frame of this research is based on the Malaysian E-Commerce 
Hub located at http: //www.ec.com.my under the initiation of the (Malaysian) 
National Electronic Commerce Council (NECC). The total number of com- 
panies listed under the category of "Organisation Adopting E-Commerce" 
directory is 43 companies (as at 15 February 2000) specified through the 
respective industries or sectors ranging from finance and banking, gifts, soft- 
ware developer and etc. The companies in the directory were later classified 
based on their market focus and transaction abilities of each respective 
websites. Based on each quadrant, a simple random sampling of each com- 
pany was then selected. 
After a series of correspondents, six companies have agreed to partici- 
pate in the in-depth interview session. In-depth personal interviews were 
conducted with the key personnel from the company. They were either the 
"e-commerce managers", IT  managers, general managers or designated key 
~ersonnel  of the company. These people are at the senior management who 
usually makes decisions pertaining in the company. 
IMPACT OF E-COMMERCE O N  FIRMS 
The arrival of the twenty-first century promises e-commerce to become a 
major part of life and economic activity within advanced countries. Realising 
the impact, governments and trade institutions around the world have been 
discussing at great length in benefiting from it. APEC for instances in its 
blueprint action on e-commerce have recognised the enormous potential of 
e-commerce to expand business opportunities, reduce costs, increase efficiency, 
improve the quality of life, and facilitate the greater participation of small 
business in global commerce. The APEC ministers have agreed to promote 
the efficient functioning of e-commerce internationally by aiming, wherever 
possible, to develop domestic frameworks which are compatible with evolving 
international norms and practices. 
The attention e-commerce receives on the part of international forums 
is a recognition of the inherently global, borderless nature of the emerging 
trading platforms. The open and global nature of e-commerce is likely to 
increase the market size and change market structure both in terms of the 
numbers and size of players and the way players- compete on international 
markets. Digitised products can cross border in real time, consumers can 
shop 24 hours a day, seven days a week and firms are increasingly faced with 
international on-line competition. E-commerce is also creating new 
opportunities for trade by radically changing delivery models for digitised 
poducts  and services. The  best example would be electronic sofnvare 
distribution. Among the major distributors of software over the Internet, 
those with international customers seem to export more than one-third of 
their product (OECD, 1998). Forrester Research also forecast that 82% of 
large companies will trade online by 2002 (Chappell & Feindt, 1999). Table 
1 provides fascinating information on e-commerce trade facts where 
international market for instance provides at least 20 to 30 per cent of the 
total market sales. For "pure e-commerce" companies such as CDNow, Music 
Boulevard, Amazon, Barnes & Noble, FastParts and Sciarbus; Internet consists 
as the main delivery channel. Facts presented inTable 1 seem to support the 
popular argument that entertainment, computers/sofnvare, gifts and travels 
will be main industries of growth in the e-commerce. Forrester Research 
(Kosiur, 1997) for instance expects online consumer commerce to reach US$ 
6.9 billion by 2000. Of  this, it's projected that 32% of the money will be 
spend on computer products, 24% on travel, 19 per cent on entertainment, 
Table 1: International Trade of Selected E-Commerce Firm 1997-1 998 
Music Boulevard(US) 
Amazon(US) 
Source: 1998. OECD; 1999, DFAT 
Barnes & Noble(US) 
Fastparts 
Cisco(US) 
10% on gifts and flowers, and 5% on apparel. France experience with Minitel 
services also conforms the above argument (OECD,97). 



















large businesses already have ED1 systems in place. The Internet is helping 
to enlarge the existing markets by cutting through many of the distribution 
and marketing barriers that can prevent firms from gaining access to foreign 
market$. Many SME's are using Internet as a business-to-business tool to 
open and maintain a presence to foreign markets. Internet can provide SMEs 
with a low costs gateway to global markets by helping to overcome many of 
the barriers or obstacles to internationalization commonly experienced by 
small companies. E-commerce lowers information and transaction costs for 
operating on overseas markets and provides a cheap and efficient way to 
strengthen customer-supplier relationship, through e-mail remote on-line 
databases and video links. An Internet connection can improve 
communications with actual and potential customers, suppliers and partners 
abroad; generate a wealth of information on market trends and developments 
worldwide; provide an 'ear to the ground' on the latest technology and R & 
D; and be a very powerful international promotion and sales tools. It also 
encourages companies to develop innovative ways of advertising, delivering 
and supporting their product and services. 
INTERNATIONALIZA1~10N THROUGH THE INTERNET 
Ellsworth and Ellsworth (1995 and 1996) have identified ten main uses of 
the Internet that  will enable companies to achieve more rapid 
internationalization. The argument is supported by a study by Quelch and 
Klien (1996) where the authors defended the argument that the Internet 
will revolutionize the dynamics of international business and lead to rapid 
internationalization. The WWW for instance will reduce competitive 
advantages of scale economies in many industries making it easier for small 
companies to compete on a worldwide basis. Global advertising costs, as a 
barrier to entry, will be significantly reduced as the Web makes it possible to 
reach a global audience more cheaply. Small companies offering specialised 
niche products will be able to find the critical mass of customers necessary to 
succeed through the worldwide reach of the Internet. Internet low cost 
communications permits firms with limited capital to become global 
marketers at an early stage in their development. 
Internet applications in SMEs can overcome the barriers in SME 
internationalization. Table 2 illustrates how Internet applications can be 
used to overcome barriers in SME internationalization. 
Table 2 
Access to global information sources 
Electronic data transfers Simplified export documentation 
Electronic payments 
Online nrarket research Low costs market research resources 
Improved knowledge of international markets and 
culture 
Reduced dependence on traditional agents and 
distributors 
Online export market research Product1 market selection decision made easier 
Adoption of global niche rather than country centred 
strategies 
Better and closer Consumer/Market oriented 
(Source: Hamill, J ) 
The Internet can also be used to support 'critical success factors' (CSF) in 
SME internationalization. The Table 3 illustrates the Internet contribution 
derived from the extensive empirical evidence of the subject matter. 
Table 3 
Selectivity in market selection 
Global electronic communications Strong commitment to exporting 
and network Effective management of the agencyldistributors 
Increase in international awareness, knowledge and 
orientation 
Respect for and orientation to foreign customers 
Fast communications and documentation 
procedures 
Export planning and strategy development 
Effective marketing mix policies 
Long term export objectives 
(Source: Hamill, J) 
FVebsites and Internet resources 
Figure 1 shows the total population of the companies listed in the Malaysian 
E-Commerce Hub based on their market focus and website content. The 
population consists of firms from banking and finance, tourism, software 
developers and gifts irems. This conforms well to previous literature where 
it dictates that these industries will experience the greatest growth (Kosiur, 
1997, OECD, 1998). In terms of size, the population tends to be segre- 
gated by large firms (mainly banking and finance) and SME's. Interestingly, 
the majority of the companies targeted their market focus towards global 
presence. This is visible where 21 companies out of 40 companies listed are 
international focus. 
Figure 1 
Classification Of  All Companies Based O n  Market Focus And Website 
Content 




SOUTHERN HANK CARD CENTER 
HONGKONG RANK 
B t lL  BANK 
HONG LEONG BANK BERHAD 
COMMERCE ASSET HOLDING BERHAU 
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BANK UTAMA 
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BANK PERTANIAN 
HOCK HUA BANK GROUP 
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PROIASS NETWORK SDN RHD 
MBO BOOK CENTER 
INTERBASE RESOURCES BAPE 
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DELL ASIA PACIFIC BHD 
LLE FLOWER 
BAMBOO GREEN FLORIST 
MALAYSIA MALL  I 
32 
Quadrant 1 
In quadrant 1, companies use the web primarily as a communicating tool to 
engage in a one-way or two-way communications. These companies entirely 
from the banking and finance industry provide tons of information to their 
customers with respect to their services. Apart from having a reputable na- 
tional brand name, their websites are technically well off. Their "inability to 
transact" is mainly due to the Central Bank regulation in restricting any 
online transactions. Thus, these companies only provide information to the 
locals. 
Quadrant 2 
The companies in Quadrant 2 have a similar domestic focus as those in 
Quadrant 1 but also offer transactions online. These companies, which con- 
sist of a florist and a gift shop, only service the national boundaries due to its 
limitations. Their services are also quoted in Malaysian denomination 
(Malaysian Ringgit). 
Quadrant 3 
This quadrant includes those businesses or rather institutions whose pri- 
mary motivation for the website is attracting an international audience. These 
institutions consist mainly from the government related body that provides 
international audiences information regarding Malaysia. Though without 
any "value transactions", their websites provide databases that can be accessed 
which makes it a valuable medium. 
Quadrant 4 
Quadrant 4 companies expand on the capabilities of those in quadrant 3 by 
offering transactions to customers worldwide. Interestingly, these compa- 
nies mainly consist of SME's with the exception of Dell Asia Pacific Bhd and 
Malaysia Bagus Reservation Center. Their services are quoted in US Dollar 
with certain sites stating the equivalent value in Malaysian Ringgit. 
Based on the total population of the companies listed in Figure 1, six 
companies are selected for an in-depth interview. In appraising the compa- 
nies initiatives, their website transaction abilities are compared with the busi- 
ness process components. As compared to Figure 1, the website content 
abilities is categorised into: 
Inform - enables the use of electronic channels for knowledge dis- 
semination and one-way communication. 
Interact - characterizes the use of electronic channels for collabora- 
tive and interactive engagements. I 
Transact - represents the formal quantifiable exchange of value. i 
Figure 2 illustrates the selected companies with regards to their transaction 
abilities and market focus. Once again, the companies selected show an 
inclination towards international market focus and a similar "industry pat- 
tern" as with other studies. 
Figure 2 1 
1 LOCAL I Penvira Affin I 
I 1 Bank I 
I I Multimedia Malaysia Bagus Projass Network 
GLOBAL Development Reservation Sdn Bhd 





Site Description Industry I 
Perwira a n  Bank Banking 1 
Multimedia Development Corporation Government agency 
i 
Malaysia Bagus Reservation Center Travel agency 
I 
Projass Network Sdn Bhd Sofhvare 
E 
Royal Selangor International Shop Pewter (Gifts) 
Bamboo Green Florist Florist 1 
The findings from Figure 3 consists of a compilation of the six companies 
website chosen for the interview. Judging on a face value, Malaysian e-corn- 
merce firms appear technically capable to compete with the more advance 
competitor mainly from the United States and Europe. A common associa- 
tion that underpins these companies is the use of technology. Companies 
that acquire web base technology or internal web team tend to provide bet- ? ter website or web service as compared to those that outsource. The SMEs , 
in the KITE sample (Chappell & Feindt, 1999) shows that where SMEs 
were able to indicate the technologies they are using, a picture emerges that 
links technology competence to the sophistication of the e-commerce solu- 
tion. Thus, companies that traditionally consist of I T  workers such as bank- 
ing and sofnvare are fortunate since they are technically "illiterate." How- 
ever, in the case of Royal Selangor International Shop, the company started 
. . 
its website business by outsourcing it to a webhosting company. Initially 
with a normal "informative" website, the company started to become serious - .  
as more and more inquiries begin to come in. Finally, the company decided 
to become a full fledge e-commerce company through the setting up of the 
e-commerce group which consists of computer background staffs and other 
related disciplines. In a study done by Chappel and Feindt (1999) in deter- 
mining the critical success factors of e-commerce practice in SMEs, they 
highlighted that SME should offer something new and differentiated on the 
Internet. The three "transact" companies possess unique services where Projass 
for instance offers Physic students a new learning experience through virtual 
experiment, Royal Selangor through product customization and Bamboo 
Green Florist offers a memorable experience of flowers greetings. 
Figure 3 
INFORM INTERACT TRANSACT 
Online research Customer request1 Product 
New Product  for information description for new customization 
Development  products 
Product catalog Customer inquiries Price 
Demand Creat ion Web advertising Customer feedback penetration 
Company Customized order pricing 
information Interactive marketing 
Product Product tracking Order taking 
Demand  
availability Customer feedback Payment 
Achievement  
information Warranties and claims mechanism 
Loyalty 
programs 
Merchant Customers information 
Manag ing  contracts 
O r g a n i z a t i o n  Online registration 
Information and 
forms 
The company's decision to embrace e-commerce was based on several exter- 
nal and internal factors. The degree of influence on the company's decision, 
depends on the number of "drivers" affecting the company. Figure 4 illus- 
trates the external and internal drivers of firms adopting e-commerce. 
Figure 4: Drivers of E-Commerce Adoption 
I Increasing customer sophistication I Strong commitment from m a n a g L r n e F  1 
( Blossom~ng delivery channels ( Customer suggestions I 
( Government IT agenda [ To build compet~tive ;d"antage I 
- - - 
The findings of the internal drivers conforms with KPMG's 1998 Research 
Report on E-Commerce. KPMG identified key characteristics of this leader 
group: they were more likely to have board level support; integrated e-com- 
merce into their supply chain; and to be concluding Internet transactions. 
CONCLUSION 
It appears that Malaysian e-commerce companies are in the right track to 
compete in the global electronic marketplace. Malaysian "cyberpreneurs" 
have the right mindset and the technological capabilities to successfully face 
the digital economy. Nevertheless, the number of participation is still low to 
reduce the competitive gap between global multinationals and local firms. 
Although the establishment of a company website can provide SMEs with 
low cost of gateway to global customers, many companies may not be ready 
to make the transition to establishing their own website. As the literatures 
shows, the present emerging engine for global change is dominated by a 
small coterie of nations, notably the United States, as the controllers of the 
main technologies, skills and commercial production factors. Hence, the 
benefits of the new economy will not be realized until in it is 
truly internationalized and distributed, until the global serves the local. As 
an alternative, a useful testbed for experimentation would be to participate 
in one of the rapidly growing numbers of virtual shopping malls. Such malls 
combined different groups of businesses on one site and provide a very low 
cost, low risk option for SMEs to present themselves on the web. A Malaysian 
example would be Malaysian mall found at http: //www.malaysiamall.com.my 
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